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» Lake, Hill & Myers
6695 South 1300 East

A PROFESSIONAL CORPORATION Salt Lake City, Utah 84121
CERTIFED PUBLIC ACCOUNTANTS Voice: (801) 947-7500 Fax: (801) 947-7609

REPORT OF INDEPENDENT ACCOUNTANTS

September 13, 2005

To the Board of Directors of
Family Support Center

We have audited the accompanying consolidated statement of financial position of Family Support
Center (a nonprofit organization) and its subsidiary as of June 30, 2005 and the related consolidated
statements of activities and changes in net assets, functional expenses, and cash flows for the year
then ended. These financial statements are the responsibility of the Organization's management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Family Support Center and its subsidiary as of June 30, 2005 and
the changes in its net assets and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated September
13, 2005 on our consideration of Family Support Center’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grants.
This report is an integral part of audits performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the results of our audit.
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FAMILY SUPPORT CENTER

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

JUNE 30, 2005

ASSETS

Current assets:
Cash
Grants and contracts receivable
Other current assets

Total current assets
Property and equipment, net

Notes receivable - housing development limited
liability companies - related parties

‘Development fees receivable - related parties

Investment in and advances to housing development
limited liability company - related party

LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable and accrued expenses
Accrued payroll
Accrued vacation payable

Total current liabilities

Deferred revenue - development fees receivable - related parties
Development fee payable - related party

Total liabilities
Commitments and contingencies (Note 9

Net assets:
Unrestricted:
Property and equipment
Housing development limited liability companies - related parties
Other unrestricted net assets

Total unrestricted net assets
Temporarily restricted
Total net assets

See notes to the financial statements.
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$ 178,541
164,702

3,128

346,371
213,289

499,241
249,821

557,745
$1.866,467

$ 23,056
12,506
— 13,000

48,562

249,821

13,561

311,944

——— .

213,289
1,056,986
155,967

1,426,242
128281
1,554,523
$1.866,467



FAMILY SUPPORT CENTER

CONSOLIDATED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2005

Temporarily
Unrestricted restricted Total
Public support and revenue:
Public support:
Contributions $ 178,936 $ 82,000 $ 260,936
I In-kind 210,028 - 210,028
Grants and contracts 778,426 46,281 824,707
Restrictions satisfied 46,281 (46.281) -
l 1,213,671 82,000 _1.295.671
Revenue:
Client fees 30,210 - 30,210
Interest 775 - 775
I Other 22.167 - 22,167
53,152 - 53.152
I Total public support and revenue 1,266,823 82,000 _1.348.823
" |l Program services:
®  Counseling services 152,540 - 152,540
_ Crisis nurseries and adoptive respite 538,209 - 538,209
I Parent advocacy and education 215,445 - 215,445
+ Lifestart village 158.148 - 158,148
l Total program expenses : 1,064,342 - 1,064,342
= Supporting services:
Management and general . 119,641 - 119,641
Fundraising 64.615 - 64.615
: I Total supporting expenses 184,256 - 184.256
Total expenses » 1,248,598 - 1 =2v48,598
Increase in net assets | 18,225 82,000 100,225
l Net assets, June 30, 2004 1,408,017 46281 1,454,298
Net assets, June 30, 20035 426.242 $128.281 $1,554,523

-3-

i . See notes to the financial statements.
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FAMILY SUPPORT CENTER

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2005

Cash flows from operating activities:
Cash received from grants and contracts
Cash received from donors
Cash received from clients and others
Cash paid to vendors and employees
Interest received
Interest paid

Net cash provided by operating activities

Cash flows from investing activities:
Decrease in development fees receivable - related parties
Increase in investment and advances to housing development
limited liability company - related party
Purchase of property and equipment

Net cash provided by investing activities

Cash flows from financing activities:
Decrease in bank line-of-credit, net

Net cash used in financing activities
Net increase in cash
Cash at June 30, 2004
Cash at June 30, 2005

Reconciliation of increase in net assets to
net cash provided by operating activities:
Increase in net assets
Adjustments to reconcile increase in net assets
to net cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
Increase in grants and contracts receivable
Decrease in other current assets
Increase in accounts payable and accrued expenses
Increase in accrued payroll

Net cash provided by operating activities

Schedule of non-cash investing and financing activities:

None.

See notes to the financial statements.
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$ 793,933
260,936
52,377
(1,014,159)
775

(806)

93,056

58,865

(7,745)
(22.651)

28.469

(27.296)
(27.296)
94,229

84,312

§ 178.54]

$ 100,225

17,992

(30,774)
1,864
743

— 3,006

3§ 093.056



FAMILY SUPPORT CENTER

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES:

Family Support Center (the Center), a nonprofit Utah corporation, was organized to prevent child
abuse, treat its victims, and strengthen fragile families. The Family Support Center accomplishes
this mission through the following programs:

o Counseling services: professional therapy and counseling to individuals and families who
are at-risk or who have been physically or sexually abused.

o Crisis nurseries and adoptive respite: provide immediate short-term child care for families
in crisis or emergency situations as well as in-home child care for adoptive families.

o Parent advocacy and education: parental instruction through home visits and parent
education classes.

o Lifestart village: provides education, training, employment counseling, and mental health
counseling, if needed, to single women with young children who reside in low-income
housing developed and owned in part by the Family Support Center (see Note 4).

These programs are funded by grants and contracts from various public and private agencies as well
as other donors.

Basis of Presentation

The accompanying consolidated financial statements include the accounts of the Center and its
wholly-owned subsidiary FSC, Inc., a member in related housing development limited liability
companies. All significant intercompany accounts and transactions have been eliminated in the
consolidated financial statements.

Financial Statement Presentation

The accompanying consolidated financial statements of Family Support Center have been prepared
using the accrual method of accounting.

Financial statement presentation follows the recommendations of the Financial Accounting
Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117, "Financial
Statements for Not-for-Profit Organizations." Under SFAS No. 117, the Center is required to
report the net assets of the Center according to the following three classes of net assets:

Unrestricted - accounts for unrestricted assets (net of related liabilities) available for support
of the Organization's operations. Assets designated by the Board of Directors for a specific
purpose also are accounted for in this fund.



Temporarily Restricted - accounts for resources expendable only for purposes specified by
the donor or at a future time specified by the donor.

Permanently Restricted - accounts for gifts requiring in perpetuity that the principal be
~ invested and the income only be used. :

Cash Equivalents

For purposes of reporting cash flows, cash and cash equivalents are defined as cash on hand and
highly liquid investments with original maturities of three months or less. Restricted cash is not
considered a cash equivalent.

Property and Equipment

Property and equipment are recorded at acquisition cost or, where donated, at estimated market
value at the date of the donation. Depreciation is computed using the straight-line method based on
the estimated useful lives of the assets, which range from 5 to 40 years.

Contributions
Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted

support, depending on the existence and/or nature of any donor restrictions. Contributions are
recorded as revenue when cash is received or the Center receives an unconditional promise to give

~ from the donor.

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the support is recognized. All other donor-
restricted support is reported as an increase in temporarily or permanently restricted net assets,
depending on the nature of the restriction. When a restriction expires (that is, when a stipulated
time restriction ends or purpose restriction is accomplished), temporarily restricted net assets are:
reclassified to unrestricted net assets and reported in the Statement of Activities as net assets
released from restrictions.

Donated Services and Materials

Volunteers contribute substantial amounts of services, materials and facilities toward the fulfillment
of the Organization’s programs. To the extent these contributions satisfy the criteria for recognition
under SFAS No. 116, they are recognized as contributions and expenses in the statement of
activities and changes in net assets or are capitalized in the statement of financial position. The
donated amounts recognized are generally recorded at the fair market value represented on the
vendor invoice, or an estimated fair value as can best be approximated by sales of similar items.

The donated services and materials total $210,028 during the year ended June 30, 2005, and
represent primarily the donation of materials that are provided to or consumed by participants in the
Center’s Crisis Nursery and Lifestart Village programs. This amount is recorded as contributions
and as expense in the statement of activities and changes in net assets.



No amounts have been reflected in the consolidated financial statements. for donated volunteer
services, which do not satisfy the criteria for recognition under SFAS No. 116; however, a
substantial number of volunteers have donated significant amounts of time to the Center’s
programs.

Nonprofit Status

The Center was organized as a nonprofit corporation in accordance with the laws of the State of
Utah and is exempt from income taxation under provisions of Section 501(c)(3) of the Internal
Revenue Code.

Long-lived Assets

The Center reviews long-lived assets for possible impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable, as measured by a
comparison of estimated future cash flows (undiscounted and without interest charges) to the
carrying value of the asset. Assets held for sale are written down to their fair value, less cost to sell.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Functional Expenses

The Center allocates its expenses on a functional basis among its programs and supporting services.
Expenses that can be identified with a specific program or supporting service are directly classified
to that program or service. Other expenses that are common to several functions are allocated on a
reasonable and systematic basis.

Investment in Housing Development Limited Liability Company

Investment in housing development limited liability company consists of a minority, but managing
membership interest in a related housing development limited liability company accounted for
using the equity method of accounting.

Concentrations

A significant percentage of the Center’s assets are related to its investment in and notes receivable
from related housing limited liability companies. At June 30, 2005, assets related to these related
housing entities total $1,056,986, or approximately 57 percent of the Center’s total assets. These
are long-term assets.

The Center maintains its cash in bank deposit accounts which, at times, may exceed federally
insured limits. The Center has not experienced any losses in such accounts. The Center believes it
is not exposed to any significant credit risk on cash and cash equivalents.



As of and for the year ended June 30, 2005, one government agency accounted for 41 percent of
public support. Additionally, at June 30, 2005, there were two organizations who collectively
accounted for 68 percent of total grants and contracts receivable.

Adjustments to Previously Reported Net Assets

During the year ended June 30, 2005, adjustments were made to beginning net assets as previously
reported at June 30, 2004. These adjustments relate primarily to the accounting related to the
Center’s investment in and notes receivable from related housing development limited liability
companies (Family Support Center Village, LLC and Family Support Center Crown, LLC) (see
Note 4). A reconciliation of net assets as previously reported to net assets as restated is as follows:

Net assets, at June 30, 2004, as previously reported $2,520,853
Change in accounting for related housing development

limited liability companies (1,090,336)
Other, net 23.781
Net assets, at June 30, 2004, as restated 1,454

NOTE 2 - GRANTS AND CONTRACTS RECEIVABLE:

Grants and contracts receivable consist of the following at June 30, 2005:

State of Utah - DCFS $ 65,264
State of Utah - other agencies 14,103
U.S Department of Housing and Urban Development 13,855
Local municipal CDBG allocations 18,255
United Way 46,281
Others 6.944

$164.702

NOTE 3 - PROPERTY AND EQUIPMENT:

Property and equipment consists of the following at June 30, 2005:

Land ' $ 49,734

Buildings and improvements 514,260
Furniture and equipment 168.211

. 732,205
Less accumulated depreciation (518.916)

$213289



NOTE 4 - NOTES RECEIVABLE - HOUSING AND DEVELOPMENT LIMITED LIABILITY
COMPANIES - RELATED PARTIES:

The Center is a 0.005% owner in the Family Support Center Village, LLC (the Village), a
residential rental project consisting of 39 low-income housing units built to provide housing for
single women and their families. To support the construction and development of the project, the
Center solicited contributions from the general public and loaned amounts received to the Village
under a promissory note receivable. The note accrues interest at 8.5 percent, beginning with project
completion in 2003 until the note receivable matures in 2033. Principal payments are subject to

~ available cash flow as defined in the promissory note.

The Center is also a 0.1% owner in Family Support Center Crown, LLC (the Crown), a
development consisting of eight units being sold on a lease-to-own basis to qualifying low-income
tenants. To support the construction and development of the project, the Center advanced funds to
the Crown under a promissory note receivable. The note bears interest at 3.0 percent with any
unpaid principal or interest due in 2018.

As of June 30, 2005, notes receivable due from these related parties is as follows:

The Village $443,250
The Crown 55,991
$499,241

The Center has not recorded any interest receivable or interest revenue related to these notes

-receivable as of June 30, 2005. The Center will record interest revenue when it is received. The

Center does not expect to receive any payments on these notes during the next fiscal year.

NOTE 5 - DEVELOPMENT FEES RECEIVABLE - RELATED PARTIES:

In connection with services rendered in developing the Village and the Crown, the Center entered
into development agreements totaling $444,292. During the year ended June 30, 2005,
development fees totaling $58,865 were received from the Crown. At June 30, 2005, the Center
has development fees receivable as follows: '

The Village $202,621
The Crown . 47.200
$249.821

As payment of development fees is contingent upon the projects meeting' certain operational
benchmarks and/or adequate project cash flows, the Center has recorded deferred revenue at June

.30, 2005 for this development fee receivable amount. As development fee payments are made, or

as payment is assured, development fee revenue will be recognized by the Center.

-10 -



NOTE 6 - INVESTMENT IN AND ADVANCES TO HOUSING DEVELOPMENT LIMITED
LIABILITY COMPANY - RELATED PARTY:

To support the construction and development of the Village, the Center received two grant awards
totaling $550,000 from the U.S. Department of Housing and Urban Development (HUD). As
approved by HUD, these awards were then conveyed to FSC, Inc., a wholly-owned for-profit
subsidiary of the Center. In turn, FSC, Inc. contributed $550,000 to the Village as a capital
contribution. HUD could require repayment of the grant awards as further discussed in Note 9. The
Center’s investment in and advances to the Village at June 30, 2005 are summarized as follows:

Capital contributions $550,000
Other advances 7,745
57,745

NOTE 7 - DEVELOPMENT FEE PAYABLE - RELATED PARTY:

The Center has entered into an agreement to pay ten percent of its development fee from the Village
(Note 5) to the management agent of the Village. As of June 30, 2005, the Center has recorded
$13,541 as development fee payable to this related party management agent. This represents ten
percent of the management fee collected by the Center through June 30, 2005. The Center will pay
an additional $20,262, representing ten percent of the uncollected development fee, once the
remaining unpaid development fee is collected and ninety percent of the collected development fee
is recorded as revenue by the Center.

NOTE 8 - TEMPORARILY RESTRICTED NET ASSETS:

At June 30, 2005, temporarily restricted net assets consists of the following:

United Way $ 46,281
Play-room construction - Sugarhouse Nursery 82.000
. $128,281

NOTE 9 - COMMITMENTS AND CONTINGENCIES:

During 1984, the Center received a Salt Lake County Community Development Block Grant to
purchase a facility for its operations in Midvale, Utah. Under a special warranty deed, the facility
could revert back to the county if the facility is no longer used to support the prevention and
treatment of child abuse. ‘

If facilities constructed and owned by the Village cease to be used for supportive services for a
minimum of ten years, the Center could be required to repay HUD some portion of the $550,000
granted to the Center in 2003 for the development of the Village (Note 6). The provision to repay
these funds expires ten percent per year beginning ten years from the grant date.

-11-



As the managing member of the Village, the Center has made the following commitments:

Construction Completion and Development Deficit Guarantee

The managing member shall cause the final completion of construction to occur and shall
advance to the Village an amount equal to all development deficits or operating deficits until
break-even operations have been achieved. Any such advances shall be non-reimbursable
and shall not affect the managing member’s capital account. This guarantee expires once the
project achieves breakeven operations as defined by the operating agreement. The managing
member does not expect to make any advances to the Village as a result of this guarantee.

Operating Deficit Guarantee

The managing member guarantees it will make advances up to $250,000 to the Village to
fund operating deficits at any time during the period from break-even operations until
December 31 of the third year after achievement of break-even operations. The operating
deficit loans shall be non-recourse, non-interest bearing and be payable solely from net cash
flow. The break-even date has not yet been established.

Tax Credit Recapture Guarantee

The managing member guarantees to pay amounts to the investor member if there is a tax credit
recapture event. The payment amount shall be equal to any deficiency assessed against the
investor member resulting from a tax credit recapture event plus any penalty and interest related
to the deficiency and any tax resulting from any payment as a result of this agreement.

Tax Credit Availability Guarantee

The managing member guarantees to pay amounts to the investor member if during the tax
credit period the actual credits are less than projected credits.

As the managing member of the Crown, the Center is liable to the Investor Member for any

shortage in the agreed-upon return as a result of any breach by the managing member or any failure
of the Crown to satisfy Internal Revenue Code Section 42 compliance requirements.

NOTE 10 - BANK LINE-OF-CREDIT:

The Center has a bank line-of-credit with a maximum credit limit of $200,000. There was no
balance at June 30, 2005. The line-of-credit has a variable interest rate which was 7.75 percent at

June 30, 2005.

NOTE 11 - RETIREMENT PLAN:

The Center sponsors a defined contribution retirement plan for its employees. During the year
ended June 30, 2005, the Center did not make a contribution to the Plan.

-12-



NOTE 12 - RELATED PARTY TRANSACTIONS:

As further described in Note 4, the Center has made loans to the Village and the Crown totaling
$499,241 at June 30, 2005. The Center has also recorded development fees receivable at June 30,
2005 from these same related entities totaling $249,821 (Note 5).

A member of the board of directors is employed by the management agent of the Village. At June
30, 2005, the Center owes the management agent $33,832 as further described in Note 7.

-13-



» Lake, Hill & Myers
6695 South 1300 East

A PROFESSIONAL CORPORATION Salt Lake City, Utah 84121
CERTIFIED PUBLIC ACCOUNTANTS Voice: (801) 947-7500 Fax: (801) 947-7609

INDEPENDENT ACCOUNTANT’S REPORT ON STATE LEGAL COMPLIANCE

September 13, 2005

To the Board of Directors of
Family Support Center

We have audited the consolidated financial statements of Family Support Center, a nonprofit
corporation, for the year ended June 30, 2005, and have issued our report thereon dated September
13, 2005. As part of our audit, we have audited Family Support Center’s compliance with the
requirements of the provider contract determined to be a major state assistance program as required
by the State of Utah Legal Compliance Audit Guide for the year ended June 30, 2005. Family
Support Center received the following major assistance programs from the State of Utah:

Department of Human Services
Division of Child and Family Services
Contract #050648 - Midvale Crisis Nursery and Adoptive Respite Care

Department of Human Services
Division of Child and Family Services
Contract #050472 - Sugarhouse Crisis Nursery

The management of Family Support Center is responsible for its compliance with all compliance
requirements of the contract identified above. Our responsibility is to express an opinion on
compliance with those requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether material noncompliance with the requirements of the contract referred to
above occurred. An audit includes examining, on a test basis, evidence about Family Support
Center’s compliance with those requirements. We believe that our audit provides a reasonable
basis for our opinion.

The results of our audit procedures disclosed no instances of noncompliance with the requirements
of the contracts referred to above.

In our opinion, Family Support Center complied, in all material respects, with the requirements of
the provider contract identified above for the year ended June 30, 2005.

L ahe H%%MW |
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» Lake, Hill & Myers
6695 South 1300 East

A PROFESSIONAL CORPORATION Salt Lake City, Utah 84121
CERTIFIED PUBLIC ACCOUNTANTS Voice: (801) 947-7500 Fax: (801) 947-7609

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

September 13, 2005

To the Board of Directors of
Family Support Center

We have audited the consolidated financial statements of Family Support Center (a nonprofit organization)
as of and for the year ended June 30, 2005, and have issued our report thereon dated September 13, 2005.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether Family Support Center’s consolidated financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, and contracts, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance that are required to be reported under
Government Auditing Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Family Support Center’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
consolidated financial statements and not to provide assurance on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily disclose
all matters in the internal control over financial reporting that might be material weaknesses. A material
weakness is a condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements in amounts that would be material in
relation to the consolidated financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that we consider to be
material weaknesses. However, we noted other matters involving the internal controls and administrative
efficiencies, which we have reported to management of Family Support Center in a separate letter dated
September 13, 2005.

This report is intended solely for the information and use of the audit committee, management, and others

within the organization and is not intended to be used and should not be used by anyone other than these
specified parties.

Lwhe, il ¢ YY\W—
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